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PASS TREASURY AND FEDERAL RESERVE 
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TAGS: EFIN, I A 

SUB J : FOREX MARKET AND RELATED DEVELOPMENTS JAN28-29 

1. YEN CONTINUED STRENGTHEN IN BOTH SPOT AND FORWARD 
MARKETS THIS WEEK. THIS DUE TO TIGHTENING FOREX 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 TOKYO 01280 291053Z 

CONTROLS ALONG WITH WEAKENING OF DOLLAR ON MONDAY IN 
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EUROPEAN MARKETS. ON BOTH DAYS, SPOT DOLLAR DROPPED 
TO YEN299.0 BUT REPRESENTATIVE RATE OF TUES OF YEN299.7 
WAS SLIGHTLY ABOVE YEN299.30 ON MON. TRADING MODERATE AT 
$80 MIL ON MON AND $63 MIL ON TUES. FORWARD RATES 
NARROWED WITH REPRESENTATIVE THREE MONTHS RATE ON TUES 
AT YEN312.70 AND SIX MONTHS AT YEN317.80. CORRESPONDING 
DOLLAR PREMIUMS WERE 17.35 PERCENT AND 12.08 PERCENT. 
VOLUME FOR TWO DAYS WAS $195 MIL IN FORWARDS AND $69 
MIL IN SWAPS. 

2. FOREX CONTROLS TIGHTENED: MOF REIMPOSED RESTRICTIONS 
ON RESIDENT FOREIGN CURRENCY DEPOSITS OF TRADING, 
SECURITIES, SHIPPING, AND INSURANCE COMPANIES. MOF 
SURVEY REVEALS A RAPID BUILDUP OF THESE DEPOSITS (FROM 
$150 MIL AT END OF OCT 1973 TO $500 MIL IN NOV AND TO 

$860 MIL END OF DEC) AND THUS CLEARLY A FACTOR IN 
RECENT SPECULATIVE PRESSURE AGAINST YEN. BEGINNING 
MAY 8, 1972, RESIDENTS WERE PERMITTED TO HOLD FOREX 
PROCEEDS DERIVED FROM EXTERNAL TRANSACTIONS FOLLOWING 
ABOLITION OF THE PC VIOUSLY EXISTING "FTREIGN EXCHANGE 
CONCENTRATION SYSTEM" (TOKYO 4735, MAY 9, 1972). UNDER 
NEW CONTROL MEASURES ANNOUNCED JAN 28 FOREX BANKS ARE 
REQUIRED TO LIMIT BY FEB 26 THE FOREIGN CURRENCY 
DEPOSITS OF COMPANIES ENNUMERATED ABOVE TO AVERAGE 
AMOUNTS OUTSTANDING AT END OF OCT, NOV AND DEC 1973. 

THIS SUGGESTS TOTAL FOREIGN CURRENCY DEPOSITS OF RESIDENTS 
WILL FALL BACK TO ABOUT $500 MIL LEVEL FROM $860 MIL AT 
END OF DEC. SECURITIES FIRMS ALSO TOLD TO CONVERT 
DOLLARS INTO YET WITHIN SEVEN BUSINESS DAYS FOLLOWING 
RECEIPT OF FOREIGN CURRENCY. FOR TIME BEING, DEPOSITS 
OF INDIVIDUALS ARE EXEMPT FROM NEW REGS. 

3. HIDDEN RESERVES: IN ANSWER TO DIET COMMITTEE 
QUESTIONS, MOF DIR, INT FIN BUR, MATSUKAWA REVEALED 
JAN 28 THAT MOF SPECIAL FOREX DEPOSITS WITH BANKS 
INCREASED BY $2,850 MIL IN 1972 AND ANOTHER $150 MIL 

IN 1973, IN ORDER TO "IMPROVE THE FINANCES OF THESE 
BANKS." IN ADDITION, BOJ DEPOSITS/MOF SWAPS FOR 
"SMOOTH OPERATION OF IMPORT USANCE FINANCING INCREASED 
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$2,200 MIL IN 1972 AND $894 MIL IN 1973. HE MADE NO 
DISCLOSURES ON OUTSTANDING AMOUNTS OF THESE DEPOSITS 
AND SWAPS NOR GAVE ANY INDICATION WHAT OTHER TYPES OF 
FOREIGN ASSETS GOJ MAY HAVE "HIDDEN AWAY". SPECULATES 
THAT "HIDDEN RESERVES" VARY BETWEEN $6 BIL AND $9 BIL 
SO THAT JAPAN'S REAL FOREIGN CURRENCY RESERVES ACTUALLY 
AMOUNT TO A MOMFORTABLE $19 BIL OR MORE. NO MENTION WAS 
MADE IN DIET OF REPORTED YEN PURCHASES IN NEW YORK 
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